CHAPTER 23: INTELLECTUAL PROPERTY

OVERVIEW

Intellectual property law (“IP Law”) is the area of law that deals with legal rights to scientific inventions
and artistic works. In a nutshell, IP Law protects inventors and artists by controlling who gets to use
these “intangible assets.” Ultimately, the purpose of IP Law is to give an incentive for people to create
and invent things that will in turn benefit society. IP Law is governed by both federal and state law.
There are three main categories of IP Law: Patent; Copyright; and Trademark.

Artificial intelligence is reshaping all areas of intellectual property law. Patent law is grappling with Al
inventorship, copyright law is confronting the use of creative works in training data, and trademark law
is being tested by Al-generated branding and imagery. These developments show that the core
principles of IP law remain in place, but they are now being applied to entirely new technologies.

PATENTS

A patent is the legal right (often called a “limited monopoly”) to an original invention. It provides
inventors with the exclusive right to make, use, offer to sell, or sell a particular invention in the United
States for 20 years. During the term of the patent, no one else can make, sell, offer to sell, distribute, or
otherwise use the patented invention without permission.

Section 101 of the Patent Act, 35 U.S.C. § 100 et seq., specifies four independent categories of
inventions or discoveries that are eligible for protection: processes, machines, manufactures, and
compositions of matter. Bilski v. Kappos, 561 U.S. 593, 602 (2010). The patent-eligibility inquiry is only
a threshold test. /d. Even if an invention qualifies as a process, machine, manufacture, or composition
of matter, in order to receive protection the claimed invention must also be: (1) novel; (2) nonobvious;
and (3) fully and particularly described. See 35 U.S.C. §§ 102 (novel); 103 (nonobvious); and 112
(particularly described).

Not every new invention or discovery may be patented. Certain things are “free for all to use.” Bonito
Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 151 (1989). Patents are not available for the “laws
of nature, physical phenomena, and abstract ideas.” Diamond v. Chakrabarty, 447 U.S. 303, 308 (1980).
These exceptions are consistent with the notion that a patentable process must be “new and useful.” /d.

“In order to prove direct infringement, a patentee must either point to specific instances of direct
infringement or show that the accused device necessarily infringes the patent in suit.” ACCO Brands,
Inc. v. ABA Locks Mfr. Co., 501 F.3d 1307, 1313 (Fed. Cir. 2007). Direct infringement may be shown
through direct or circumstantial evidence. Moleculon Research Corp. v. CBS, Inc., 793 F.2d 1261, 1272
(Fed. Cir. 1986).
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Section 271(b) of the Patent Act also allows for liability for indirect infringement: “[w]hoever actively
induces infringement of a patent shall be liable as an infringer.” To establish liability under section
271(b), a patent holder must prove that once the defendants knew of the patent, they “actively and
knowingly aid[ed] and abett[ed] another’s direct infringement.” Induced infringement “requires
knowledge that the induced acts constitute patent infringement.” Glob.-Tech Appliances, Inc. v. SEB
S.A.,, 563 U.S. 754, 766, 131 S. Ct. 2060 (2011). This knowledge requirement may be satisfied by
showing actual knowledge or willful blindness. Id. at 2070-71. Willful blindness is distinguishable from
recklessness and negligence, and exists where: (1) the defendant subjectively believes there is a high
probability that a fact exists, and (2) takes deliberate actions to avoid learning of that fact. /d. at 2070.
Lastly, Section 271(c) establishes contributory infringement liability, for those who sell components
they know will be used in any infringing products.

Damages for patent infringement include: (1) injunctive relief; (2) lost profits; and (3) reasonable
royalties. 35 U.S.C. § 284. However, because lost profits are sometimes harder to prove, the most
commonly sought-after form of damages is reasonable royalties. In addition, courts may also award
treble damages (up to 3x) if the court finds the infringement was “willful.” Id. Lastly, courts may also
award reasonable attorney fees to the prevailing party in “exceptional cases.” 35 U.S.C. § 285.

Recent developments in patent law have raised questions about whether artificial intelligence can be listed as
an inventor. Courts in the United States have confirmed that only human beings may qualify as inventors,
even if Al played a role in creating the invention. Patent offices are also beginning to see more applications
involving Al-generated innovations, and the law is adapting to address how novelty and obviousness apply
when an Al tool is involved in the inventive process.

COPYRIGHTS

Copyrights protect an owner’s right to their original works of authorship. Works covered by copyright
include paintings, photographs, writings, print, architecture, software, performances, music,
choreography, and movies. Copyright protection includes: (1) the right to reproduce; (2) the right to
create derivative works; (3) the right to distribute; and (4) the right to publicly perform. Copyright
protection does not extend to mere ideas, systems, concepts, principles, or discoveries in their abstract
forms.

A copyright exists in all original works of authorship from the moment the work is fixed in a tangible
medium of expression (e.g., photo, song, writing, etc.). Formal registration of the copyright is not
necessary for an owner to have copyright protection. But registration (federal or state) raises a
rebuttable presumption that the owner has a valid and enforceable copyright for the work. In addition,
formal registration allows the owner to seek attorney’s fees and statutory damages if someone
infringes the copyright.
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A copyright plaintiff must prove (1) ownership of the copyright; and (2) infringement — that the
defendant copied protected elements of the plaintiff’'s work. Smith v. Jackson, 84 F.3d 1213, 1218 (9th
Cir. 1996), overruled in part by Skidmore as Tr. for Randy Craig Wolfe Tr. v. Led Zeppelin, 952 F.3d
1051, 1066 (9th Cir. 2020). Absent direct evidence of copying, proof of infringement involves fact-
based showings that the defendant had “access” to the plaintiff’s work and that the two works are
“substantially similar.” Id. Such proof creates a presumption of copying, which the defendant can then
attempt to rebut by proving independent creation. Three Boys Music Corp. v. Bolton, 212 F.3d 477,
486 (9th Cir. 2000).

Substantial similarity implicates the issue of access. Although circuits are split on application the
“inverse ratio rule,” which “requires a lower standard of proof of substantial similarity when a high degree
of access is shown,” the Ninth Circuit has rejected that rule. Skidmore as Tr. for Randy Craig Wolfe Tr.
v. Led Zeppelin, 952 F.3d 1051, 1066 (9th Cir. 2020). As a result, although access can serve as
circumstantial evidence of actual copying, it “in no way can prove substantial similarity.” /d. at 1069.

Proof of substantial similarity is satisfied by a two-part test of extrinsic similarity and intrinsic similarity.
Sid and Marty Krofft Television Productions, Inc. v. McDonald’s Corp., 562 F.2d 1157, 1164 (9th Cir.
1977). Initially, the extrinsic test requires the plaintiff to identify concrete elements based on objective
criteria. Smith, 84 F.3d at 1218. The extrinsic test often requires analytical dissection of a work and
expert testimony. Apple Computer, Inc. v. Microsoft Corp., 35 F.3d 1435, 1442 (9th Cir. 1994). Once the
extrinsic test is satisfied, the factfinder applies the intrinsic test. The intrinsic test is subjective and asks
“whether the ordinary, reasonable person would find the total concept and feel of the works to be
substantially similar.” Pasillas v. McDonald’s Corp., 927 F.2d 440, 442 (9th Cir. 1991).

Damages for copyright infringement include: (1) injunctive relief; (2) actual damages; (3) profits from
the infringer; and (4) statutory damages. 17 U.S.C. §§ 502, 504. Regarding actual damages, the
copyright owner is entitled to recover lost sales, profits, licensing revenue, or any other loss caused by
the infringement. Importantly, the copyright owner will need to prove causation for actual damages.
Id. In addition to actual damages, the copyright owner can also recover the infringer’s profits made
from the infringement. I/d. As an alternative to actual damages and the infringer’s profits, the copyright
owner may also choose to recover statutory damages. /d. Given the difficulties in proving actual
damages and profits of the infringer, many plaintiffs choose to seek statutory damages. Under the
Copyright Act, statutory damages can range from $750 to $30,000 per work infringed. /d. However,
statutory damages can be increased to $150,000 per work infringed if the infringement is found to be
“willful.” Id. In contrast, if the infringement was “innocent”—meaning the infringer had no reason to
believe their actus constituted infringement—then statutory damages could be reduced to as little as
$200 per work infringed. /d. Lastly, a court may award reasonable attorney fees to the prevailing party.
17 U.S.C. § 505.

Artificial intelligence has become one of the most important topics in copyright law. Companies
developing Al systems often rely on large amounts of creative works to train their models, and courts
are addressing whether this kind of use is permissible. Some courts have suggested that training on
copyrighted works may qualify as “fair use” in limited circumstances, while others have found that
copying entire databases or books is not allowed. These disputes have led to record-breaking
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settlements, and the law is still evolving as courts and legislatures work to balance the interests of
creators with the growth of Al technology.

TRADEMARKS

A trademark is a word, symbol, design, logo, lettering, or phrase used to identify a particular
manufacturer or seller’s products and distinguish them from the products of another. It is an identifier
that distinguishes one company, or its products, from others.

Like copyrights, there is no requirement to register the trademark to be entitled to protection.
Trademark protection can be established by regularly using a mark in connection with a business or
product. However, registering the mark provides a legal presumption of ownership.

Unlike a patent, a trademark can last forever. A valid and enforceable trademark provides the exclusive
rights to make and sell products that use the trademark.

In order to be a valid and enforceable trademark, the mark must be distinctive — that is, it must be
capable of identifying the source of a particular good. In determining whether a mark is distinctive,
courts group marks into four categories based on the relationship between the mark and the
underlying product: (1) arbitrary or fanciful; (2) suggestive; (3) descriptive; or (4) generic. Because the
marks in each of these categories vary with respect to their distinctiveness, the requirements for, and
degree of, legal protection afforded a particular trademark will depend upon the category in which it
falls.

An arbitrary or fanciful mark is a mark that bears no logical relationship to the underlying product. For
example, the word “Apple” has no inherent relationship to its products (electronic devices).

A suggestive mark is a mark that evokes or suggests a characteristic of the underlying good. For
example, the word “Netflix” is suggestive of online films, but does not specifically describe the product.
Some imagination is needed to associate the word with the underlying product. At the same time,
however, the word is not totally unrelated to the underlying product. Like arbitrary or fanciful marks,
suggestive marks are inherently distinctive and are given a high degree of protection.

A descriptive mark is a mark that directly describes, rather than suggests, a characteristic or quality of
the underlying product (e.g., its color, odor, function, dimensions, or ingredients). It tells us something
about the product. Unlike arbitrary or suggestive marks, descriptive marks are not inherently distinctive
and are protected only if they have acquired “secondary meaning.” Descriptive marks must clear this
additional hurdle because they are terms that are useful for describing the underlying product, and
giving a particular manufacturer the exclusive right to use the term could confer an unfair advantage.

A descriptive mark acquires secondary meaning when the public primarily associates that mark with a

particular producer, rather than the underlying product. Thus, for example, the term “Holiday Inn” has
acquired secondary meaning because the consuming public associates that term with a particular
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provider of hotel services, and not with hotel services in general. The public need not be able to identify
the specific producer; only that the product or service comes from a single producer. When trying to
determine whether a given term has acquired secondary meaning, courts will often look to the
following factors: (1) the amount and manner of advertising; (2) the volume of sales; (3) the length and
manner of the term’s use; and (4) results of consumer surveys. Zatarain’s, Inc. v. Oak Grove
Smokehouse, Inc., 698 F.2d 786 (5th Cir. 1983).

Finally, a generic mark is a mark that describes the general category to which the underlying product
belongs. For example, the term “Computer” is a generic term for computer equipment. Generic marks
are entitled to no protection under trademark law. Thus, a manufacturer selling “Computer” brand
computers (or “Apple” brand apples, etc.) would have no exclusive right to use that term with respect
to that product. Generic terms are not protected by trademark law because they are simply too useful
for identifying a particular product. Giving a single manufacturer control over use of the term would
give that manufacturer too great a competitive advantage. Under some circumstances, terms that are
not originally generic can become generic over time (a process called “genericity”), and thus become
unprotected. In United States Patent and Trademark Office v. Booking.com B.V., 591 U.S. 549, 140 S. Ct.
2298 (2020), the U.S. Supreme Court ruled that “Booking.com” was not generic for federal trademark
registration purposes.

If a party owns the rights to a trademark, that party can sue others for trademark infringement. 15
U.S.C. §§ 1114, 1125. The standard is “likelihood of confusion.” Specifically, infringement exists if the
use of the mark by another is likely to cause consumer confusion as to the source of goods or as to the
sponsorship or approval of such goods. In deciding whether consumers are likely to be confused,
courts will typically look to a number of factors, including: (1) the strength of the mark; (2) the
proximity of the goods; (3) the similarity of the marks; (4) evidence of actual confusion; (5) the
similarity of marketing channels used; (6) the degree of caution exercised by the typical purchaser; and
(7) the defendant’s intent. Polaroid Corp. v. Polarad Elect. Corp., 287 F.2d 492 (2d Cir. 1961). A plaintiff
in a trademark infringement suit is not required to show willful infringement of plaintiff’s trademark as
a precondition to a profits award. Romag Fasteners, Inc. v. Fossil, Inc., 590 U.S. 212, 140 S. Ct. 1492
(2020).

Damages for trademark infringement include: (1) injunctive relief; (2) actual damages; (3)
disgorgement of profits; and (4) statutory damages. 15 U.S.C. §§ 1116, 1117. To recover actual
damages, the owner must prove “actual” consumer confusion — not merely a likelihood of confusion.
Actual damages include lost profits, loss of goodwill of the company, and reasonable royalties. In
addition, the trademark owner can recover the infringer’s profits attributable to the infringement. 15
U.S.C. § 1117. Courts also may award treble damages (up to 3x actual damages) in the court’s
discretion. /d. In cases involving the use of a counterfeit mark, the plaintiff may choose to recover, in
the alternative, statutory damages. /d. Such statutory damages range from $1,000 to $200,000 per
counterfeit mark. /d. However, if the court finds the infringement was willful, it may award statutory
damages of up to $2,000,000 per counterfeit mark. /d. Lastly, the court in exceptional cases may award
reasonable attorney fees to the prevailing party. /d.
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Al is also creating new issues in trademark law. Generative image and text tools can produce content
that uses or imitates well-known brand names, logos, or characters. Trademark owners are beginning
to file lawsuits when Al platforms allow users to generate content that could confuse consumers or
dilute brand identity.

If you have questions regarding the information in this chapter, please contact the author or any JSH attorney.
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